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of banking combines two evils: first, it make the
demand of the brokers upon the final reserve
greater, because under it so many bankers remove
so much money from the brokers; and under it
also the final reserve is reduced to its minimum
point, and the entire system of credit is made
more delicate, and more sensitive.

The peculiarity, indeed, of the effects of the
one reserve is even greater in this respect Under
the natural system, the bill brokers would be in
no respect the rivals of the bankers which kept the
ultimate reserve. They would be rather the agents
for these bankers in lending upon certain securities
which they did not themselves like, or on which
they did not feel competent to lend safely. The
bankers who in time of panic had to help them
would in ordinary times derive much advantage
from them. But under our present system all
this is reversed. The Bank of England never
deposits any money with the bill brokers; in
ordinary times it never derives any advantage
from them. On the other hand, as the Bank
carries on itself a large discount business, as it
considers that it is itself competent to lend on.
all kinds of bills, the bill brokers are its most
formidable rivals. As they constantly give high
rates for money it is necessary that they should
undersell the Bank, and in ordinary times they do
undersell it. But as the Bank of England alone